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Natural gas is generally considered as a high efficient, safe, clean fuel. It not only 
has a high level of thermal efficiency but also makes few pollutants and greenhouse 
gas emissions. It must be aware that raising the proportion of use of the natural gas 
over the total supply of primary energy is very important as it would improve the 
energy structure, efficiency, and relive the pressure emissions of greenhouse gases.  
Currently, the development of natural gas market in China is still at the initial 
stage. Upper and middle streams of natural gas market are generally shared by three 
major oil and gas oligopolies and the downstream natural gas market is dominated by 
local monopoly in each region. The market entrance access and pricing system are 
controlled strictly by government that does not form a fair competition. However, in 
light of the rising of natural gas in the proportion of China's energy supply and 
gradual diversification of the imported natural gas sources, I see the dual pricing 
system would become less adaptive to the development of the industry and it would 
not be lead to a reasonable and orderly development and utilization for the natural gas 
resources. As a result, I find there are a few issues that are critical the future and 
further development of the natural gas market must be discussed, these include a 
general marketization reform need to be carried out, the controls of the industry 
should become looser, and an effective competition mechanism ought to be 
introduced. 
This paper begins with an introduction to the facts of natural gas industry 
development in a number of EU member countries. I summarize their process of the 
openness of the market, compare the market mechanism and pricing methods on 
different stages of the marketization, and then point out the main reasons for which 
cause the recent failure of the reform that has been taken on the EU natural gas 
market. 
Upon the basis of introduction of EU’s experience, this paper employs a 













the aspects of which involves the industrial monopoly, problem of lack of supervision, 
pricing mechanism etc, and thereafter, the incentive regulation approach to the natural 
gas market is engaged and an evaluation of the possible frameworks and ways of 
reform to the China's natural gas market is proposed. (1) In upstream market, 
wellhead price structure should be streamlined, benchmark price should be 
determined by the market net-back value instead of the cost-plus pricing. In addition, 
the domestic gas price should be geared to international standards by reestablishing 
the system of indexation and a higher level of competition need to be introduced such 
like a franchise bidding that would lead to a market-determined price. (2) 
Pipe-conveying pricing should choose two-fold price or complex two-fold system, 
and change the mode of price regulation from cost pricing rates gradually to the price 
cap pricing. Also, a third party access system could be a choice that would result to a 
greater competition over the management of the conveyer pipes. (3)Terminal sales 
should cancel the assess fee, the price structure should become more multiplicated in 
the future and a reasonable level of gas price should be increased. Moreover, I advise 
to promote indirect competition among regions in the short of period of time, and use 
the franchise management to promote the regional competition between gas 
companies in the long run and function a fair market pricing. 
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盟天然气市场的文章，在其著作《Legal Aspects of EU Energy Regulation》中更系
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的建设起到了积极的作用。Rolf 等人在 1995 年④，采用数值模型，检验欧洲天然
气市场自由化的长期影响及在完善的天然气市场中交易商套利的可能性，研究结
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